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2016-17 Budget Limits Medi-Cal Estate Recovery to Federal Requirement  

 

 

 

Many low-income Californians age 55 and older are reluctant to enroll in Medi-Cal 
because they are afraid the state will ‘recover’ their house when they die. The federal 
government requires the state to recover from Medi-Cal beneficiaries’ age 55 and older 
or permanently institutionalized for long-term care such as nursing home services. Prior 
to recent budget action, California went beyond the federal requirement, and recovered 
for all medical care for persons over 55. The provisions of SB 33, the Medi-Cal Recovery 
reform bill authored by Senator Hernandez and co-sponsored by California Advocates 
for Nursing Home Reform (CANHR) and Western Center on Law and Poverty (WCLP), 
were incorporated into the health trailer budget bill, SB 833. The bill limits estate 
recovery for individuals who pass away on or after January 1, 2017. Specifically, for 
those persons the budget: 
  
Limits estate recovery to long-term care services and related drug and hospital benefits: 
California will no longer recover for basic health care payments, even for payments 
made prior to January 1, 2017 if the Medi-Cal beneficiary passed away on or after 
January 1, 2017.  
  
Long-term care services that are and will continue to be recoverable:  

• Nursing home care. 
• Home and community-based services as defined in Sections 1915(c) and (d), 

1929 and 1930 of the Social Security Act, such as adult day services and 
Multipurpose Senior Services Program. In Home Supportive Services (IHSS) and 
Program of All-inclusive Care for the Elderly (PACE) are not home and 
community-based services as defined above and are NOT subject to recovery. 

• Intermediate care facility for individuals with an intellectual disability or related 
condition (ICF/IID). 

Payments that are exempt and continue to be exempt from recovery:  



• Personal care services (i.e. bathing, feeding, dressing, grooming and toileting) 
under the IHSS program are exempt and continue to be exempt from recovery.  

• The cost of premiums, co-payments and deductibles paid on behalf of either 
Qualified Medicare Beneficiaries or Specified Low-Income Medicare 
Beneficiaries (QMB/SLMB). 

Payments that the 2016-17 budget exempts from recovery:  

• Basic health services - Most Medi-Cal beneficiaries, nearly 80%, are in a 
managed care plan meaning the state pays a monthly capitation fee to a health 
plan. Prior to the budget action, the state could recover for amount paid, 
regardless of whether the beneficiary used any services. For beneficiaries who 
pass away on or after January 1, 2017, the state can no longer recover for this, 
including payments made prior to January 2017. 

• Services that are not long-term care - For individuals in fee-for-service or 
traditional Medi-Cal, the state will no longer recover for services received not 
related to long-term care, including doctor visits, specialists appointments, 
dialysis, cancer treatment, etc. See above for detailed long-term care services 
that are recoverable. 

• Generally, hospice services are not recoverable because hospice services are 
usually covered by Medicare where there is no recovery and because hospice 
services are not considered long-term care services. The only time hospice 
services are recoverable is if they are provided while the beneficiary is receiving 
nursing home care or home and community based services. 

Limits recovery to probate estates 
Estates that do not go through probate, including living trusts, joint tenancies, tenancy in 
common, survivorship, life estate, Transfer on Death (TOD), etc., will not be subject to 
recovery. The State will continue to be unable to recover from IRAs, work-related 
pension funds or life insurance policies, unless they name the State as the beneficiary or 
they revert to the estate, which is very rare.  
  
Eliminates recovery from surviving spouse or domestic partner 
The state is prohibited from recovery while a surviving spouse or registered domestic 
partner of a deceased Medi-Cal beneficiary is alive. Prior to bill implementation, after the 
surviving spouse or domestic partner dies, recovery could be made against any property 
received by the spouse or domestic partner through distribution or survival, e.g., property 
left under a will or community property. Now the state cannot recover against the 
surviving spouse for Medi-Cal payments made on behalf of the deceased spouse at all.  



 

  
Exempts recovery on “homestead of modest value”  
The state can no longer recover against homes that are valued at less than half of the 
average price of the home in the county where the home is located, as of the date of the 
beneficiary’s death. 
  
Limits the interest rate for voluntary liens to the Surplus Money Investment Fund interest 
rate   
After the Medi-Cal beneficiary has died, the heirs or survivors may sign a "voluntary" lien 
for Medi-Cal recovery purposes, if they cannot otherwise avoid an estate claim against 
the property and want to keep the family home. Currently, the state charges a 7% 
interest rate. For heirs or survivors of the beneficiary who died on or after January 1, 
2017 and who signed up for a lien, the interest rate is capped at the current Surplus 
Money Investment Fund interest, which is currently less than 1%, or 7%, whichever is 
lower. 
  
Reduces cost of recovery claim request from $25 to $5 
Unfortunately, beneficiaries interested in knowing how much the state can recover 
against must submit a claim request and pay $25 to receive this information.  As of 
January 1, 2017 current or former Medi-Cal beneficiaries, or authorized representative, 
can submit claim request for a fee of $5, once per calendar year. 
  
Unfortunately, the budget action is not retroactive nor does it benefit families with Medi-
Cal beneficiaries who pass away before January 1, 2017. However, the bill’s provisions 
bring substantial reform to a draconian policy and much needed relief to low-income 
California families. 
   

 
For more information contact: Linda Nguy lnguy@wclp.org 
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